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SPECIAL FEATURES 


Senator John Kennedy 


Six ways achieve healthier rate economic growth. 


Vice President Richard Nixon 
For maximum economic growth, the most important role must 


played private enterprise. 


The Editor 


Where the candidates stand, revealed their voting records, 
speeches and papers. 


BOOKS AND PAMPHLETS 


Archibald Cox 


The national labor policy: its evolution and defects. 


PERIODICAL ARTICLES 


PHENOMENON 
Morton Lawrence 
Advertising and the candidates. 


Increased outlays are forecast. 


Willard Merrihue 


American political processes can enriched business leadership, 


Christian Herter 
Would desirable create Minister Foreign Affairs? 


The issue viewed from England. 


George Romney 


The individual should politically directed what believes, 
not what his corporation union believes. 


Four questions businessmen are asking about Kennedy and Nixon. 

Osler Peterson 


Medical-care legislation under consideration touches only part 
the issue. 


AMERICA? 


The opinion London: the Presidential election could de- 
cisive factor. 
James Schlesinger 
There reason believe that series disasters needed awaken 


the electorate. 


Tue AND INTEGRATION 
Mordechai Kreinin 
The EFTAA may deepen the division within Europe. 
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SPECIAL REPORT BUSINESSMEN 


SENATOR JOHN KENNEDY 


Editor’s Note: July 19th wrote Vice President Nixon and 
Senator Kennedy, requesting that each supply readers The Execu- 
tive statement about “the implications your would have for 
the businessman, should you elected President.” 

stated that businessmen were currently concerned about the 
next Administration’s views fiscal and monetary policy, the balance 
payments situation, and expansion governmental operations into 
areas that have been the domain private enterprise. 


Immediately below reply, followed that Vice 
President Nixon. 


strong, growing economy essential our national security, 
building the stable international order which the only guarantee 
peace, and also sound business conditions and social progress 
here home. 

Our recent rate growth disturbingly low. the period 
1953-1959, our rate growth was substantially below the long-term 
average. was much less than half the rate growth the Soviet 
Union, according the most reliable estimates, and well below the 
growth rate every other major industrial nation. 

The Democratic Party committed achieving substantially 
higher rate growth. realize that there panacea, but there 
are constructive measures which would have achieved much healthier 
rate growth than have enjoyed during the Republican Admin- 
istration. 

must put back work our idle machines and unemployed 
workers. Unemployment, adjusted for seasonal variations, running 
well above percent. The basic steel mills are operating below 
percent capacity. providing million additional jobs thereby 
reducing unemployment little less than percent would in- 
crease the gross national product more than $12 billion, addition 
caring for the needs million persons the families 
the workers. 

can achieve higher rate growth public investments 
which unlock the riches our national resources. From our forests 


must come the timber; from our rivers must come the water and 
power; and from our mines the fuels and metals meet the needs 
expanding population. The unified development TVA raised 
the economy the entire Southeast. The Bonneville and Grand 
Coulee dams have repaid their cost hundredfold. grow strong 
developing our resources. 

essential that find ways increasing productivity. The 
lag per capita output the most disturbing aspect our declining 
rate growth. the period 1953-1959, the per capita increase the 
gross national product averaged but percent only two fifths 
the long-run average. 

Automation holds out promise stronger and more prosperous 
America. Unhappily, also spreads fear among workers and their 
families fear unemployment, deprivation and poverty. This 
problem must solved order reap the full gains automation. 
suggested number constructive measures for both collective 
bargaining and governmental action address the Michigan 
AFL-CIO last spring. 

Increased educational opportunities, although chiefly important 
because they broaden and deepen human experience, also yield large 
economic dividends. skilled and adaptable labor force the back- 
bone economy. Recent studies M.I.T. and elsewhere show 
that the superior educational background American workers was 
important factor the relatively high rates growth which 
formerly enjoyed. 

Additional public investment scientific research would ac- 
celerate economic growth. Almost every industrial process today, ex- 
cepting such basic operations the smelting common metals, can 
traced scientific experiments conducted within the last century 
scientists who were little concerned with practical application. pay 
too little attention basic research America. 

can encourage investment new plants and facilities 
appropriate tax revision and also abandoning the restrictive 
monetary policies which have been pursued the Republican 
istration. While large corporations are increasingly able finance 
expansion out profits, new industries and small entrepreneurs find 
desperately necessary borrow. The tight money policies pursued 
the Republican Administration until this election year, and the 
resulting high interest rates, discourage these businesses from expanding 
and thereby creating new jobs. 

Properly regulated, easing money not inconsistent with 
responsible financial program. shall never hesitate face any 
excess dollar demand that threatens pull prices. When 
business and employment are declining, the government may wisely 
preserve, and even step up, its needed expenditure programs. When 
over-all dollar demand rises, creating inflationary pressures, the budget 


should vigorously balanced, even overbalanced, yield 
surplus. 

The need for responsible financial management has been increased 
the recent deficits our balance payments. Increasing our own 
productivity investment education, scientific research and tech- 
nology will improve our competitive position. the short-run 
can push our exports variety measures including negotiation 
the removal discriminations against our products the Free 
Market, the Common Market, and elsewhere. Other remedies are 
available, face the issues squarely without either falling into 
outworn slogans which restrict the economy resorting drastic 
nostrums. 

Let plain that these measures for increasing growth are not 
panacea. They look growth without disturbing the established 
private enterprise system, but rather enable its most fruitful func- 
tionings. The government should not take over functions which are 
being can performed private enterprise. the end our 
annual production the result the investments and skill and labor 
million men and women carpenters, executives, scientists, 
managers, civil servants, farmers, factory workers, stenographers, 
miners, and clerks. When the public spends money for schools, roads 
national defense, the schools and roads are built and even the 
needs the defense establishment are largely supplied private 
industry. misses the point completely talk about economic 
growth the very idea were threat private enterprise. 
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BUSINESS POLICIES 


THE NEXT ADMINISTRATION 
RICHARD NIXON 


The struggle for peace and freedom the world today the 
foremost issue our times. The strength American business and 
the role will play helping assure the peace the world 
vital concern all. 

keep America strong, must produce and grow rate 
that reflects the vigor and supremacy our free enterprise system, 
There are those who maintain that private enterprise inadequate 
the job providing proper growth rate. They say that the Federal 
government must take over the job, do.it right. 

belief that the role the government promoting the 
economic growth our nation must always supporting one 
that must supplement and stimulate, but not supplant, private 
enterprise. For maximum economic growth, the most important role 
must played private enterprise management and labor 
ing together with support from all levels government, Federal, 
state and local. 

There way insure high rate growth through Federal 
planning and When our opponents advocate this they put 
too much emphasis the role government. unsound 
theory that growth can stimulated pegging interest rates 
artificially low levels and allowing uncontrolled bank credit. 

Private enterprise, while not sacrosanct, nevertheless more 
efficient, more productive, and more desirable for Americans than 
government enterprise assuring economic progress providing 
for the needs the people. And believe that the government 
should give more attention, more emphasis, providing increased 
opportunities for our citizens. Government, course, has heavy. 
obligation help protect those need against the hazards old 
age, unemployment, sickness and ill health. But that should not 
its major function. 

That why must put our primary emphasis 
opportunities promoting enterprise, growth and maximum 
contribution each individual. The way assure maximum growth 
America not expanding the functions government, but 
increasing the opportunities for investment and creative enterprise 
for millions individual Americans. time when the Communists 
have found necessary turn decentralization their economy 
and turn the use individual incentives increase productivity 


time, other words, when they are turning our way 
must not make the mistake turning the direction the Com- 
munists. 

the long run, instead expanding our economy, this policy 
would wreck it. The Federal government has magic means for 
planning the myriad details maximum economic growth. has 
not proved itself more capable than responsible owners and managers 
industry responsible leaders labor. The badge office does 
not increase the intelligence the citizen. 

promote maximum rate sustainable economic growth, 
governments must live within their means. should aim for 
balancing expenditures and revenues over period years rather 
than each individual year. This will help preserve reasonably 
stable prices and yet allow the Federal government contribute 
smoothing the curve growth. 

There are many ways, course, which government can aid 
the growth American industry. Control inflation one. 
fairer tax structure another. There room, too, for more liberal 
depreciation allowances, and for look our hodge-podge excise 
taxes. The stimulating effect even small cut our corporate 
tax rate 52% worth exploring. Confiscatory income taxes that 
stifle incentive and prevent risk-taking are denying some the growth 
that seek. Unleashing new capital for private venture would not 
only produce more revenue for government the long run, but 
more important would inevitably provide more and better jobs 
for our people. 

the field world trade, believe that must seek more, 
not less, exchange goods with other nations. World tensions 
will not eased until the flows trade minimize the traditional 
fears and jealousies nations. Trade essential keeping our 
allies. essential our own economy. The basic interest the 
United States demands that the barriers trade must reduced. 

Largely due our obligations abroad meeting the national 
security and foreign policy objectives the United States, are 
faced today with the challenge conquering the large deficit our 
balance payments. 

convinced that our present deficit can overcome 
energetic and sustained export drive private enterprise, aided 
the government. have rejected short-sighted such stop-gap 
measures curtailing imports, cutting foreign aid, weakening our 
defense posture. Instead, the President has promoted the National 
Export Expansion Program, through the Department Commerce 
and other agencies. More than 300 the nation’s leading businessmen 
throughout the country are now helping with regional export drives. 
Five teams experts have been exploring opportunities five widely- 
separated trading areas the world: Mexico-Central America, 
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Australia-New Zealand, Nigeria, Viet-Nam, and the Near East. 

addition, The Export-Import Bank has inaugurated two new 
programs aid United States exporters meeting international 
competition foreign markets. One program involves participation 
the Export-Import Bank with United States private commercial 
banks financing medium term basis. The second program 
under which the Export-Import Bank guarantees non-commercial risks 
for short-term export credits. These two approaches the problems 
confronting our exporters have met with the enthusiastic approval 
the domestic industry interested foreign trade. 

Even more can done through our export program more 
funds are made available for it. There room for expansion the 
trade promotion services the Commerce and Agriculture Depart- 
ments, for the commercial activities the Foreign Service, for new 
overseas trade centers, for more information services for American 
exporters, for more tourist promotion for United States travel, and 
for more international trade fairs and missions stimulate the interest 
foreign buyers our products. 

The task not simple one balance our need for world 
trade with equal determination not visit undue hardship 
our own domestic industry from world competition. Yet support 
for the trade our allies and the uncommitted nations the world 
imperative. Freedom for all our goal. Free business can help 
achieve it. 


Books and 


LAW AND THE NATIONAL LABOR POLICY 


Archibald Cox* 


Los Angeles: Institute Industrial Relations, University California, 
pp. $2.50. 


The right workers use concerted activities unimpeded 
federal law was born 1932 when Congress enacted the Norris-La- 
Guardia Act, the first the four statutory cornerstones the current 
national labor policy. Section immunized union organization, con- 
certed refusals work patronize, inducement strike boycott, 
and picketing from restraint injunction regardless the objectives 
and later, the result judicial decisions, from attack criminal 
prosecution civil action for damages. 


Although the prevailing sentiment the labor movement prior 
the 1930’s sought only remove governmental obstacles union 
organization and collective bargaining, there was always minority 
which sought affirmative legal protection against employers. This 
protection fitted naturally into the grand scheme the National 
Industrial Recovery Act 1933. 


1935 the enactment the Wagner Act (National Labor Re- 
lations Act) supplied permanent legal foundation for the right 
employees organize and bargain collectively. Section (5) imposed 
upon employers affirmative duty bargain collectively with the 
representatives their employees. 

1947 the public was worried about the power unions. 
that year, the Taft-Hartley Act the third our four basic labor 
statutes was enacted. The policy encouraging the spread 
union organization and collective bargaining yielded official in- 
difference. The Act qualified the principle that labor should free 


*Professor Law Harvard. Advisor Senator Kennedy. 


use any peaceful economic weapons support union organiza- 
tion and the employees’ demands collective bargaining. 

The Labor-Management Reporting and Disclosure Act 1959 
marks the final legislative step the evolution the national labor 
policy. When the federal government gave labor unions both legal 
and practical power statutory bargaining representatives, assumed 
obligation prevent abuse power. Thus, the regulations imposed 
the summer 1959 were inescapable consequence the 
Wagner Act. 

The labor policy-maker faces dilemma: cannot achieve the 
diversity treatment required meet the needs management and 
labor different industries without denying the demands the legal 
system, which calls for degree uniformity despite the variegated 
pattern industrial relations. There may perfect solution but 
opinion there room for improvement. 

Congress has ignored cognizable differentiations the drafting 
and administration labor legislation. There has been too little 
willingness make use the adaptability and flexibility the ad- 
ministrative process. These faults are least apparent the legislative 
restrictions upon organizational picketing, which are the logical out- 
come the enactment the Wagner Act and can made fair and 
workable with courageous administration. The dilemma acute the 
treatment secondary boycotts, but have neglected distinctions 
which the law could have managed and with more imagination 
might perfect others. 

The most serious consequences neglected distinctions, however, 
are the want government encouragement for union organization 
and the weakening legal safeguards against antiunion tactics 
employers. The fear excessive power, which explains, does 
not justify, some the restraints imposed upon strong labor organiza- 
tions areas where collective bargaining well established, should 
not have been allowed influence the aspects public policy pri- 
marily concerned with protection for the organizational activities 
weak incipient unions. The need for this protection increased 
restrictions upon such methods self-help organizational picketing 
and secondary boycotts. 

examining solutions the problem national emergency 
disputes, important note the critical dilemma: The community 
desires both the elimination strikes from vital industries and free 
collective bargaining. But strikes and collective bargaining are in- 
separable. 

Even management circles there wide agreement upon the 
inadequacy the emergency dispute provisions the Taft-Hartley 
Act. the typical case, the Act’s injunction provision 
pones the showdown the price relieving both employer and 
employees the pressures which might have caused settlement. 


All the disputes handled under the Taft-Hartley procedure, except 
two, have been settled either the outset after the injunction was 
lifted and the renewal the strike increased the pressure compro- 
mise. 

There growing body opinion that the best hope for avoid- 
ing national emergency strikes, while preserving large measure 
freedom and private responsibility the terms the settlement, 
lies legislation which opens the door wide choice procedures. 

Labor-management negotiations basic industries vitally affect 
the public. But the public’s spokesman, the government, has not even 
the right hearing. Compulsion not inescapable ingredient 
governmental participation. 

the sphere arbitration, the gap which enabled grievance 
arbitration grow free from legal obstacles has now become 
dangerous; for the arbitrators and many labor lawyers are overly im- 
mersed their own special milieu, while the judges who are suddenly 
projected into the area lack knowledge the special ways collec- 
tive bargaining and therefore tend deal with labor contract 
they would bill sale. Unless the law once again fail meet 
the needs men, the principles determining legal rights and duties 
under collective bargaining agreements should not imposed the 
courts from above because percepts learned other contexts; the 
governing principles must drawn out the institutions labor 
relations and shaped their needs. 

The Labor-Management Reporting and Disclosure Act 1959 
culminated public concern about the internal affairs labor unions. 
The Act had relevance three areas: 

performance the fiduciary obligations resting upon union 
officials: 

internal democracy; 

preservation individual freedom. 

The 1959 Act made positive contributions these areas, although 
some instances tended burden the smaller, weaker unions, and 
times added nothing existing legislation. 

The future the labor movement probably depends less upon 
the course legal developments than upon its capacity feel and 
express the highest ideals the community. 


Comment Joseph Loewenberg, Research Associate: 


the title this monograph implizs, labor relations here 
viewed through lawyer’s eyes. Inasmuch labor and management 
and the public have increasingly turned the federal govern- 
ment settle their differences and protect their interests, 
portant evaluate the results the pressures and assess the current 


position labor law and labor policy. These tasks Professor Cox has 
achieved admirably. 


the opening section this slim volume, Professor Cox outlines 
the impact changing environmental conditions federal labor law, 
which itself becomes conditional factor rela- 
tions. Legislation but one element law and labor policy, however. 
Administration and interpretation law have left their mark well, 
and these aspects the legal situation that alarm Professor Cox 
more than the laws themselves. implied theme the historical 
section that the problems confronting change conditions con- 
tinually change and that must ready shift the focus our 
concern. 

Professor Cox’s major undertaking review some the 
principal union and labor-management problems disturbing people 
today. analyzes the problems with their pertinent arguments and 
classifies them according their urgency. Some problems, such 
the size union and the applicability anti-trust laws, Professor 
Cox does not regard significant. Others, including union financial 
irresponsibility, believes are solved. third group, among which 
are strikes endangering the national interest, remain tackled. For 
these problems, Professor Cox recommends action which feels would 
remedy the ill yet respect traditional legal rights. 

One may not agree with Professor Cox’s viewpoint. admits 
his disposition the institutions unionism and collective bargaining 
democratic society. wants encourage the existence and 
growth both these institutions. not blind, however, 
union shortcomings and malpractices. His concern for democracy 
union government genuine. does not hesitate castigate in- 
dividual union actions, just does not hesitate criticize Supreme 
Court decisions and NLRB rulings. Whether one agrees disagrees 
with Professor Cox’s personal leanings, one must recognize his position 
authority labor law, important influence the drafting 
the Labor Management Reporting and Disclosure Act 1959, and 
Senator Kennedy’s chief advisor labor legislation. Professor 
Cox’s views cannot dismissed lightly any case. 

whole, ascribe completely law and the federal labor policy 
the state labor-management relations today and the desired improve- 
ments tomorrow. Clearly overemphasis aspect unsound 
its neglect. Law per cannot inspire employees become active 
union affairs nor force communities opposed unionism accept 
unions. Professor Cox would the first admit the limited role 
law the general development labor unions and labor-manage- 
ment relations. Law influences well reflects conditions, however. 
Professor Cox’s book presents issues national labor policy that 
interest not only the manager involved with unions 
but every informed citizen well. 


THE IMAGE PHENOMENON Morton Lawrence* 
Madison Avenue, Vol. No. August 1960, pp. 23, 50-51. 


Flowering the sunshine the national politics are the critics 
Madison Avenue, with their lamentations the decline Amer- 
ican moral character result the work what they term the 
the political scene. 

The success these very articulate but illogical critics Madison 
Avenue demonstrated the proposed formation hoc 
advertising agency the Republican National Committee, elimi- 
nate the stigma Madison Avenue from their party’s 1960 presidential 
campaign. 

Every one projects image which may not the same 
every phase our daily life. political candidate, living goldfish 
bowl, unable keep all these facets hidden, can the private 
citizen. 

Here, then, the task the Madison Avenue practitioner. 
must show the candidate how those facets the candidate’s image 
which are most creditable can emphasized, and those the minus 
side played down. His the task also preventing, rather than 
causing, distortion the basic image distortion which may 
the result the candidate’s unfamiliarity with the use mass media, 
especially television. 

For the emergence television, with its time limitations, 
special requirements, and tremendous cost, which has created the need 
for the expert knowledge which Madison Avenue provides. When 
campaigning involved speaking large groups meetings throughout 
the country, the candidate had the time develop his issues and 
project his personality. Today, the high cost television limits the 
length his program, and requires him project his true image 
limited words, subject the special techniques the television camera. 

What the critics Madison Avenue not take into consideration 
that both candidates have equal opportunity attack the image 
that the other projecting. the forthcoming presidential campaign, 


*President, Political Campaign Associates. 


WHY EXPERTS ARGUE DEFENSE 


Senator Kennedy’s staff will project image him that will empha- 
size his voting record, and his experience member Congress for 
the past fourteen years. They will play down his youth and, are 
well aware, have already attempted age him trimming his fore- 
lock. This will not prevent Mr. Nixon and his supporters from attempt- 
ing project image Kennedy youthful and immature 
candidate. has declared that the issue age invalid one 

Nixon’s staff, busy clipping his bushy eyebrows the advice 
television makeup specialist who claimed they gave him sinister 
look, will projecting image the Vice President 
highly qualified his experience the past eight years head our 
Government and represent international affairs. They will 
playing down the controversial Nixon with his rough, tough and 
highly-criticized campaign tactics 1946, 1950 and 1952. This will 
not stop the Kennedy forces from reminding the public the Nixon- 
Helen Gahagan Douglas campaign and the “Checkers” incident. 
Image distortion will not attempted, and attempted, would not 
successful. 

Now, not defend what consider moral corruption public 
relations consultants, advertising agencies, the candidates when 
they deliberately create “the big However, the self-appointed 
defenders public morals have levelled their shotgun blasts indis- 
criminately and condemned all the actions Madison Avenue 
except those done behalf their favorite candidates. 
self-righteous indignation, these critics give Madison Avenue credit 
for accomplishing impossible task. 

Madison Avenue did not create the candidate who falls short 
living his public image. Unlike its detractors, have faith 
the integrity Madison Avenue and better understanding what 
they can cannot political campaigns. have confidence also 


the good sense our vast electorate and willing abide its 
judgement. 


Nation’s Business, Vol. 48, No. July 1960, pp. 36-37, 80-83. 
The election-year debate over defense boils down one signifi- 
cant policy issue: 
Must military spending raised the future insure safety 
from communist attack? 


Military leaders say that the must increase, year year, its 
outlays build overwhelming superiority. one suggests any 
weakening American strength. But opponents all-out military 


spending, including some the best-informed members Congress, 
emphasize that this nation should gear its program the long-term 
communist threat, avoiding costly projects. 

Under the Eisenhower Administration, defense spending has slowly 
climbed from post-Korean War low $35.5 billion fiscal 1955 
plateau about $41 billion each the past two fiscal years. 
Little, any, change anticipated the fiscal year that started 
July 

Rep. George Mahon, who heads the subcommittee handling 
military funds, told the House that all the testimony given his panel 
convinced him the stronger than Russia total military 
power. But how much money will needed maintain all the 
activities which keep the this position the question. 

Key congressional leaders are convinced that outlays will inevi- 
tably climb each the next five years more, for several reasons. 
For instance, expensive new weapons, developed over several years, 
now are ready for mass production. Others will coming along 
shortly. 

Despite these pressures, others, also well informed, insist little 
increase defense spending necessary prudent. Many base 
their view the belief that within unexpectedly short time the 
will have enough missiles and other weapons wipe out Russia. 
The only need would keep this arsenal full strength, and this 
would much less costly process than building it. 

the meantime, many believe that needed spending boosts could 
least partially offset these economies: 

(1) Cutbacks the number men the service devastating 
weapons lower the need for manpower. 

(2) Early decisions drop unpromising weapons. 

(3) Control all military spending the Secretary Defense 
instead the individual services. 

(4) The elimination duplication through genuine effort 
integrate procurement, supply, intelligence, recruiting and transporta- 
tion the services. 

(5) overhaul the retirement system scale down the huge 
increase now scheduled its cost. 

However, congressional experts point out that will take many 
years change most practices, and predict that for this reason, defense 
spending sure rise. There’s little agreement how much the 
increases will be, but most guesses range from $500 million billion 
more each year, including the cost inflation. 

key lawmaker tabs Polaris the top item watch assessing 
future spending trends. Enthusiasm high for these nuclear-powered 
submarines armed with atomic-tipped, intermediate-range Polaris 
missiles. From its start fiscal 1956 through the fiscal year that ended 
June 30, about $3.7 billion had been spent this program. This 


included research, development, all the funds necessary for nine sub- 
marines and partial financing start three more. 

This fiscal year, more than $1.3 billion more scheduled pay 
the full cost five more, and the cost initial work seven 

subject debate mass production the glamorous B-70 
bomber, designed travel about 2,700 miles hour, three times 
the speed sound. total $528 million has already been spent 

The backbone the missile force for the next few years 
will continue the Atlas, supplemented Titans they are 
produced greater quantities. The Air Force planning Atlas 
squadrons made 148 missiles, and may propose two more squad- 
rons missiles each for delivery 1963. 

Coming 1963 the Minuteman. These ICBM’s will 
notable exception the trend toward more expensive weapons. The 
Air Force estimates each Minuteman will cost about million, 
compared with about $1.9 million for each Atlas Titan. 

The spending billions each year defenses against 
enemy bombers and billions more equipment that will least 
provide warning missile attack. Still another defense program 
anti-submarine warfare. 

Already the question excessive power destroy 
the enemy, issue. Some top Army and Navy officers argue that 
the Air Force already has more than enough weapons mass de- 
struction and the should spend more preparing for limited 
warfare. 

Congressmen interested keeping the cost defense down with- 
out reducing the nation’s strength are emphatic that military manpower 
must cut weapon firepower increases. But each the services 
strongly resists cuts. 

Still another way reduce unnecessary spending eliminate 
curtail the commercial industrial type activities the Defense 
Department operates competition with privately owned, taxpaying 
firms that could provide the same goods services reasonable cost. 

the procurement field, the House Appropriations Committee 
was sternly critical the failure military experts decide quickly 
enough which weapons projects should pushed and which should 
dropped. The Committee announced will demand that all future 
budgets reflect full consideration the spending effects previous- 
year programs and show projection the total cost the project 
for least two years beyond the one for which funds are requested. 


keeping with the dominant theme this issue The 
Executive, shall discuss few items which pertain the 
forthcoming presidential election, and which believe are 
special interest high-level management. 

Two issues U.S. News World Report had some rather 
useful articles. The July 25th issue presented the main 
points the Democratic platform, addition publishing 


the position Senator Kennedy has taken various issues 
revealed his voting record, statements, and speeches. 

The August 8th issue the magazine gave similar treat- 
ment the Republican Party and Vice President Nixon. 

With respect the business sphere, the Democrats would 
increase the nation's output per cent year without 
inflation; end the high-interest, tight-money policy; stop 
recessions measures such public works and temporary 
tax cuts; assure fair prices consumers; create new in- 
dustries depressed areas; make more loans small busi- 
ness; and give small firms more equitable share Govern- 
ment contracts. 

The Republicans would speed economic growth without 
new federal spending and policies; reform 
taxes promote investment plant and equipment; end 
featherbedding practices labor and business; maintain 
Stable dollar; relate wage increases productivity; and 
uphold the independence the Federal Reserve System. 

all the books pertaining the candidates, two 
the most useful are The Strategy Peace, edited Allan 
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Nevins (Harper Brothers, and The Challenges Face, 
edited members the editorial staff the McGraw-Hill 
Book Company (1960). Respectively, the books contain some 
the speeches, statements and papers Senator Kennedy and 
Vice President Nixon. 

The Strategy Peace, Senator Kennedy outlines his 

should negotiate with the Russians the summit 
anywhere else, but amount conferences can cause the 
Russia compromise away its fundamental position 
Germany, Europe, the world community. 


Kennedy and Nuclear Tests 


The continue its unilateral suspension 
all nuclear tests long serious negotiations for per- 
manent ban are proceeding with demonstrated good faith. 
realistic inspection proposal the needed. Should 
negotiations collapse, resumption testing ought 
nally, must step our radioactive fall-out 
and how control it. 

the missile striking power the Soviet Union in- 
creases and our retaliatory power lags the adequacy 
our continental defense falls behind that the Soviets 
fail reduce sufficiently the vulnerability our 
attack installations, then there will missile-lag 
period during 1960-1964 that will all likelihood 
weighted very heavily against us. brief, this gap might 
open the Soviets new shortcut world domination, 
even though portion their homeland would destroyed. 
But with prudence and courage can emerge from this period 
more secure than ever. 

our past reliance upon masSive retaliation, have 
developed Maginot-line mentality dependence upon 
strategy which may may never used, but which 
meanwhile prevents the consideration any alternative. 

Our missile lagis symptom our national complacency. 
Perhaps the most serious result this complacency and the 
one must first reverse was our willingness place 
fiscal security ahead national security. 

But the gap which presents with our most critical 
challenge today the economic gap between the developed 


ae 


and underdeveloped worlds. Our response this gap has never 
been global long range. have reacted hoc 
here and there, year year, region region. The 
heart any solution must substantial, long-term pro- 
gram productive loans underdeveloped areas froma fully 
capitalized fund, capable working with either independent 
nations regional groupings. The Development Loan Fund 
can this, but has never fulfilled the intentions 

With the expansion world trade, the dollar has been 
forced bear disproportionate burden reserve cur- 
rency. time that considered common method for 
economizing international reserves which would exploit the 
new the pound and the Continental currencies. 
This should accompanied new efforts lower tariffs 
and remove obstacles American imports. This would per- 
mit define good order and without panic what 
further steps, any, the United States ought take with 
its balance payments 

the domestic scene, our farm abundance must treated 
blessing and not curse. There are still more than 
billion 800 million people other lands trying get 
less than subsistence diet. need "food for peace" 
program that can use our surpluses aid the less fortunate 
people the world. 


Nixon and the Issues 


Now for some the views Vice President Nixon, 
expressed The Challenges Face: 

Americans must understand that government cannot con- 
sistently spend more than takes without running the 
risk debasing its currency. The way growth not 
having the Federal government spend more. While 
governmental policies can create the climate for growth, the 
direct responsibility for growth primarily the private 
sector the economy. 

must not strive for price stability inflation con- 
trol end itself, but means dynamic, sound 
economic growth. 

the international scene, there will acquies- 
cence approval the status the captive nations 
Eastern Europe. There will reduction United 


States military strength the absence self-enforcing 
disarmament agreements. There will abandonment our 
position Berlin. 

Regarding foreign investment business, our laws 
should permit the establishment foreign business corpora- 
tions meriting special tax treatment, that their foreign 
earnings can reinvested abroad free tax until the 
investor actually receives his reward. 

Our greatest danger not that will position 
military weakness against the Soviets, for not be- 
lieve that time will come. Rather, our greatest danger 
from the Communists the fields economic, political, 
and psychological warfare. 

simply cannot approach international economic prob- 
lems country country. have approach them with keen 
sense history and geography. 

However, recognize that government capital 
sense crisis capital with which strengthen free econ- 
omies abroad. cannot possibly meet the long-run problem 
with which are confronted. The only source investment 
funds that can greatly expanded private capital, and 
thus the only source that meets the need. 

Regarding nuclear tests, stopping them not itself 
going reduce the danger war. Control production 
well tests nuclear weapons the only formula which 
goes the heart the 

How biga defense budget must the American people support 
deter aggression and keep the peace? must spend what- 
ever necesSary accomplish this objective, but this 
not the same writing blank check for unlimited defense 
spending. must plan the budget for the long run. 

must develop new program for agriculture which will 
avoid dreary cycle surplus, controls, and depressed 
farm income. 

completely rejected the fiscal philosophy 
those who suggest that the national income increases, the 
expenditures the Federal government should increase 
proportion. 


Cordially, 


William Falcon, Editor 


THE BUSINESS LEADER’S ROLE POLITICS* 
Willard Merrihue+ 


Business Horizons, Indiana University, Vol. No. Summer 1960, 
pp. 


Business executives across the country are arguing whether their 
companies and employees should exercise more dynamic role 
America’s political life and they should, how, and what degree. 

Let consider the cons that are advanced speeches and articles 
those who view this new movement with great alarm. must 
mentioned that these alarmed observers almost man are 
basing their disapproval the false premise that the majority 
business firms that have favorably resolved the debate are embarked 
narrowly partisan, completely selfish course political action. 

Our first witness for the negative view Arnold Maremont, 
President, Maremont Automotive Products, Chicago. Maremont has 
said: 

convinced that the mounting pressure are currently 
witnessing inject business such into politics ill-conceived, ex- 
tremely dangerous, flagrant violation some basic principles our 
democratic system government and possibly illegal. say the 
very least, hardly proceeds the American 

(Is the American way argue that political participation 
universal right except for businessmen?) 

the Harvard Business Review [March-April, 1960], Michael 
Reagan, Lecturer Political Science College, declares: 

when the corporation seeks direct pPesentation its views 
public policies, should rely the traditional techniques inter- 
est appearances before legislative committees and party 
platform committees, personal meetings with individual legislators. 

corporations not sensibly restrict their political 
activity, they run one final and most serious risk: partisan electoral 
activity corporations will bring forth redoubled effort labor. 
The end result might then what businessmen have long abhorred 

class conflict American party politics.” 

(Is it, fact, clear that businessmen are determined align 
themselves with only one political party and are blind the dangers 
polarizing the parties?) 

Now let examine some pros. One affirmative testimony comes 
from Andrew Hacker, Assistant Professor Government Cornell 
University, who wrote paper for the Fund for the Republic that 
lower-echelon businessmen avoid politics for fear hurting their 


*The article which follows this one Business Horizons entitled, 
“Business Should Stay Out Politics,’ Theodore Levitt. 


Community and Business Relations the General Electric 
Company. 
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business careers, thereby failing fulfill the political function tradi- 
tional the middle class previous decades: 

the executive does not participate party obvious 
that the junior executive and the middle-management employee will 
stay even farther away from it. would wrong say merely 
that the middle-class corporation employee afraid join in; 
rather that has neither the interest nor the inclination identify 
himself with politics.” 

Those companies that have resolved the debate the affirmative 
evidently agree with Professor Hacker that corporation policies have 
inadvertently perhaps, some cases, knowingly discouraged 
the exercise citizenship obligations the part employees and 
are proceeding apply the obvious corrective. 

find impossible present rationale for the burgeoning inter- 
processes, because there one rationale. The weakness and the 
strength business that has neither united voice nor con- 
sistent, precisely defined rationale for its policies. (Indeed, the very 
structure our democracy predicated the concept that political 
truth best reached through the clash divergent views. This 
concept itself argument for businessmen make known their 
ideas public affairs.) 

can stated authoritatively, however, that most the business 
enterprises that are thoughtfully blazing the trail this complex new 
management work include these aims among their defined and ap- 
proved objectives: 

Revitalization and upgrading American political parties 
that our system self-government may compete more effectively with 
totalitarian governments. 

Management the political resources business legitimately, 
overtly, and consistent and statesmanlike manner instead 
covertly, intermittently, and emotionally. 

Maintenance political environment which business can 
measure its full usefulness the nation. 

important note that these corporate objectives not in- 
clude the setting counterforce trade-union political activity. 

sum up, increasing number America’s most astute and 
successful corporations are developing policies and plans for political 
action that are based thoughtful research. 

Four methodologies are apparent the political participation 
policies and programs most the companies that have accepted 
this new responsibility: 

Encouraging and assisting employees work within political 
party contribute it, inform themselves, and register and 
vote primaries and elections. 

Making reasonable and sensible accommodations time 


ROLE THE DEPARTMENT STATE THE NATIONAL 
POLICY MACHINERY* 


schedules, continuity service, seniority, and forth, for employees 
who feel motivated serve public office and preserve indi- 
vidual rights and freedom speech. 

Participating more intelligently the legislative process with 
more scholarly, thoughtful position-taking. 

Identifying and evaluating issues and prospective legislation 
present potential future interest the company and/or its em- 
ployees, community neighbors, shareowners and elected representatives. 

conviction that American political processes and the art 
self-government will enriched enormously the transfusion 
business leadership and the participation millions former 
nonactive voters with better-than-average educational backgrounds. 
Let the public hopeful and helpful, patient with early mistakes, and 
quick correct unhealthy trends; and let the critics continue 
criticize, but more mindful their facts. 


Christian Herter} 


The Department State Bulletin, Vol. 43, No. 1097, July 1960, 
pp. 3-7. 


should like speak the questions relating the Depart- 


ment State which were posed the interim report this sub- 
committee: 


“Are the responsibilities the State and Defense Departments 
national security policy-making now correctly defined and divided? 
not, what changes are needed?” 

judgement they are correctly defined and the division 
working well. One immediate and profitable target for the De- 
partment State seek improve its capacity provide timely 
political guidance the Department Defense and, reciprocally, for 
the latter improve its capacity provide timely military advice. 
This being done all levels the two Departments. 

Very important the continuing development personnel 
both departments who share understanding and perspective the 
gray area where foreign policy and military policy overlap. think 


would worth while have exchange personnel between 
the two Departments. 


“Should the Secretary State formally charged with more 


responsibility connection with our defense posture and the defense 
budget?” 


statement made before the Subcommittee National Policy Machinery 
the Senate Committee Governmental Operations June 10. 


State. 


n 


No. Participation the Secretary State the National 
Security Council, the Cabinet, and confidential discussions with 
the President affords ample opportunity advise the President the 
defense posture and defense budget. addition, feel free advise 
and consult with the Secretary Defense, and so. 


“Would desirable create ‘super Secretary State’ who 
would responsible for the over-all direction foreign affairs, and 
who might have under him additional Secretaries Cabinet rank 
for such areas diplomacy, information, and foreign economic 
matters?” 

not believe that such proposal would desirable. Areas 
such diplomacy, and foreign economic matters are not equivalent. 
they are equated, will then become necessary establish 
excessively large coordinating mechanism the level the super 
Secretary State. Instead being relieved burdens, might 
find his load increased. 

“Would desirable create Minister Foreign Affairs 
Cabinet rank, responsible the Secretary State, who could repre- 
sent the United States foreign ministers’ meetings?” 

not consider this proposal feasible. Since the Secretary 
State would continue this country the chief adviser foreign 
affairs, any other representative, matter what his rank and title, 
would create problems for the other foreign ministers. 

coming the conclusion that would desirable for the 
foreign ministers curtail the occasions upon which they themselves 
attend meetings. This would require greater delegation principal 
subordinates and greater reliance upon the normal mechanisms 
diplomacy. 

“What the proper relationship between State and the Joint 
Chiefs Staff? Should representative the Secretary State par- 
ticipate discussions the JCS when appropriate?” 

The Secretary State, the Secretary Defense, and the Joint 
Chiefs Staff do, and should continue to, form well-coordinated 
and smoothly working team both the planning and execution 
national security policy. 

State sit with the JCS representative the Department State, 
but would not rule out the long-term possibility that senior officer 
the Department might assigned the JCS advisory 
capacity. 

“Should officials with more diverse backgrounds and experience 
brought into the policy planning process State and Defense? 
there need for joint State-DOD-JCS Planning Staff? Can greater 
use made hoc interdepartmental task forces special issues 
national security policy?” 

think have fairly well meeting the need for 


officials diverse backgrounds our Policy Planning Staff. 

Joint State-DOD-JCS Planning Staff would have the merit 
bringing together diverse backgrounds but might have the drawback 
being apart from the operating departments and out the main- 
stream. 

Lastly, there the question about joint career service embracing 
senior officers selected from State, Defense, and related national se- 
curity agencies. 

“Is the proposed joint career service practical and worthwhile?” 

The joint career service proposal strikes being rather 
drastic and administratively cumbersome approach the very de- 
sirable objective developing policymakers with nonparochial view- 
points and wide breadth experience. believe the interchange 
selected personnel between the Departments State and Defense and 
the use joint task forces planning might long way toward 
meeting this objective and should tried before resort the 
more drastic proposal for joint career service. 


U.S. BALANCED BUDGET GOOD BAD POLITICS? 
The Statist,* Vol. 172, No. 4299, July 30, 1960, pp. 161-162. 


the Republicans prepared meet convention Chicago, 
President Eisenhower presented his party with the gift balanced 
Federal budget. The President announced that revenues the 
Government for the twelve months June 30, 1960, had exceeded 
expenditures some $1.1 billion. 

The surplus for the fiscal year just ended has been brought about 
not any unforeseen increase revenues, but rather result 
reduction anticipated outlays. Receipts, fact, were $232 million 
lower than forecast January this year; but spending was whole 
$1.1 billion lower than anticipated. The Republicans will promise the 
voters more the same the party returned power. Continuation 
this policy could mean reduction both the national debt and 
taxes. 

The Democrats not advocate maintaining the national debt 
its present level, nor any tax cuts. They promise aim for budget 
surplus, some which would used reduce the national debt. 
But the Democrats not promise less spending. They say there ought 
more, such objectives defence, schools and housing. 

home, the economy not behaving al! well. The dangers 
that beset the domestic economy this time trace their origins far- 
ther back even than the Eisenhower administration. 

for the foreign scene, many Americans wonder the difficulties 


*Published London. 


into which the has run the past twelve months could have 
been avoided more liberal spending national defence. Maybe 
the case would not easy prove, inasmuch diplomatic rather 
than financial issues seem have ruled the situation. 

taken into account that the American people have 
acquired complex about Government spending get them out 
their difficulties. they have money, they would rather use than 
undertake activity which might more strenuous and exacting. 
sum, advocating more spending cope with problems both 
home and abroad, especially spending that might offset more 
taxes the rich, business, and the privileged, the Democratic Party 
may hold the initiative. 

The task front the Republicans, the surface, any rate, 
seems harder. Their chief plank the platform that the nation’s 
financial security and foreign credit are paramount for its good and 
security. Fiscal responsibility, they will say, essential, since the 
United States could seriously crippled inflation the 
most telling nuclear attacks. sound dollar, stable gold supply, 
hard money, reduction the national debt, tax reductions, especially 
reductions for those the higher income brackets, whose incentives 
ought increased all these are every bit important national 
welfare full employment and arsenal armed the teeth. 

Thus, the stage set for ideological battle, with overtones 
the classic contest already joined whether economic growth 
should fostered Government spending more and better in- 
centives private enterprise. 


DANGER: CITIZENSHIP PROXY George Romney* 


PR, The Quarterly Review Public Relations, Vol. No. Summer 
1960, pp. 2-5. 


recent years, there has been trend toward the crystallizing 
corporate opinion political and public policy through new of- 
fice sometimes labelled the department public affairs. 

The trend has its disturbing connotations. Primary among these 
the too prevalent notion that may the right, even the duty, 
the corporation presume the agreement its executives, employees, 
stockholders, customers and suppliers the corporate 
opinion does with product service. 

What question whether such activity, regardless its impact 
for the common good particular instance, can considered good 
public relations for either the corporation the economy which 


*President, American Motors Corporation. 


The truth that too many people are already all too willing 
surrender their convictions some “father for the molding. 

course, hardly consider wrong for the individual business 
leaders and white-collar employees political activity 
individuals. Nor think wrong for business present 
economic facts political bodies and private citizen groups. refer 
solely direct indirect political activity economic organizations. 

Political activity company likely cause executive 
feel that his economic opportunity the company affected his 
own political support company political thinking. 

Some will ask this question: these complex times with big 
population trends and powerful voices mass communication how 
can any public spirited individual effective unless his energies are 
combined with similar energies other individuals? 


cannot. must work with others. But his work should 
personal and direct, not proxy. should directed what 
believes, not what his corporation union believes. 


The elements solidly-constructed corporate public affairs 
program would seem these: 


Organized encouragement every man and woman the 
corporate family form and put into action his her own unor- 
ganized convictions. 


Communication which aids the individual the objective 


formation personal opinion supplying factual information 
every side paramount issues the national and local levels and 
understandable forms. 


Special facilities such time off, in-plant training, awards, 
guide-books, etc. which make easier for the individual express 
his own convictions and participate political campaigns and 
community action projects. 


But the most effective means putting some hope and zest 
back into political participation the hands our political parties. 
high time that these parties rejected the participation economic 
power groups and reached out for the participation citizenship. 


would like see the parties curb the emphasis dollars and 
inflate the emphasis people. give-an-hour-to-the-party-of-your- 
choice campaign would much more resultful than the stereotyped 
give-a-buck. Furthermore, widely publicized open-forum type meet- 
ings would put excitement and opportunity back into politics the 


The citizen must fight for his citizenship will find himself 
enslaved the power groups all powerful state that 
exercising his unalienable rights the premise that the state must 
protect him from the excesses the power groups themselves. 


THE MEN AND THE ECONOMY* 


International Management Digest, Vol. 15, No. September 1960, 
pp. 15-17. 


not only the youth the two presidential candidates that 
raises big questions the minds people the U.S.A. and abroad. 
Many people feel that each has been too busy climbing the 
ladder enunciate adequately his deeply-held beliefs 

Businessmen throughout the world are asking four closely related 
questions Nixon and Kennedy battle for the big prize: 

Who are these men, and what they stand for? The will 
getting new type leader, man this generation who reflects 
the speed and changes our times. 

Kennedy and Nixon are strikingly alike many respects. Both are 
young, aggressive, intelligent, quick-thinking and quick-acting. Both 
are extremely pragmatic and politically sensitive. Both are strong and 
energetic, and both appear equally alert the perils facing the 
world. 

What key world problems will one them face? The next Presi- 
dent will face series inter-related problems, resulting from what 
one economist has called the “four revolutions”: 

(1) the technical revolution, which radically changing the 
structure industry, creating new opportunities but many stresses 
and dislocations; 

(2) the “competitive” revolution, pitting the industrial nations 
against each other for shares the world market; 

(3) the revolution “rising expectations” developing countries 
Asia, Africa, and South America; 

(4) the Communist revolution, which makes formidable military, 
economic, and political demands the and its allies. 

Economists are agreement that the can face these 
eruptive changes only sustained economic growth. That the big 
problem facing the incoming President. How fast should the 
economy grow? What, anything, should done accelerate the 
pace? 

And the next President will have face these obstacles 
growth: 

Inadequate use technological advances; 

Inefficient labor mobility, depressed areas, policies that keep 

Misuse public monies for agricultural subsidies, stockpiling, 
doles. 


*Reprinted special permission the Editor International Manage- 
ment Digest, 1960, McGraw-Hill International Corp., New York. 


What political and economic philosophies will brought bear 
these problems? There are definable differences between the two 
parties emphasis and shadings, more often than basic goals. 
The two parties have grown closer together during the years. The die- 
hard isolationism the Republican Party was largely dissipated 
World War II. And the political success Roosevelt’s New Deal has 
helped change the economic ideology the from 
rather extreme conservatism willingness accept far greater 
welfare role for government. 

The two candidates many ways embody the complex elements 
their parties, and are thus both partly similar and partly different 
their economic philosophies. Senator Kennedy until recently was 
regarded middle-of-the-roader most economic issues. His 
principal stress during the campaign, however, likely jobs 
that confront the U.S. the public sector defense, foreign aid, 
education, medical aid for the aged. 

Vice President Nixon unquestionably somewhat more conserva- 
tive than Kennedy, and certainly more conservative than the Demo- 
cratic Party platform. However, would accord large role 
government developing capital for growth. contrast 
Kennedy, probably would more inclined count upon private 
industry supply much the motive power for economic growth, 
and would aim promoting growth reducing tax burdens. 

What policy changes can anticipated American economic 
policy? The immediate changes following Kennedy victory probably 
would greater than those following Nixon victory. substantial 
increase federal spending for both defense and welfare programs 
would likely with Kennedy the White House. 

Kennedy and the Democrats worry less about inflation than the 
Republicans. They would risk some inflation speed growth. But 
their policies resulted broad price increase, they would 
quicker than the Republicans invoke price and wage controls. 

Nixon wins, the chief anti-inflation weapon will continue 
flexible monetary policy high interest rates keep booms under 
control, lower rates times recession try get the economy 
rolling again. 

Neither man, President, expected basically alter the main 
directions U.S. commerce, foreign aid, military alliances. Both 
men are free traders. The Democratic solution apparently not 
restrict imports. The party platform, which Kennedy helped draft, 
calls for relief distressed industries “direct loans, tax incentives, 
defense contract priorities, and restraining assistance.” 

new direction that Republican trade policy may take was hinted 
the pre-convention agreement Nixon and Rockefeller. this 
statement, Nixon supports idea that calls for the formation 
confederations nations “all great regions the free 


Trade policies and economic developments would approached from 
the viewpoint these confederations. 

This concept did not become part the Republican platform. 
will interesting note during the campaign whether Kennedy 
makes any mention the concept, either oppose embrace it. 


HOW GOOD GOVERNMENT MEDICAL CARE? 
Osler Peterson* 


The Atlantic Monthly, Vol. 206, No. September 1960, pp. 29-33. 


the problem paying the cost medical care that the 
Forand Bill and its many rivals, including reluctant Administration’s 
proposal, have been attempting solve. 

The issues that the Forand Bill sought deal with seem fairly 
clear. Those the age group over sixty-five have more diseases and 
higher death rates than younger age groups. They visit their doctors 
each year half again often younger people, and they require about 
twice much hospitalization. The Census Bureau reports that almost 
per cent persons over sixty-five had cash incomes less than 
$1000 1958, while about per cent couples had incomes less 
than $3000. 

This difficult situation that many people would happy 
turn over the government. Some the public opponents 
governmental health insurance for the aged privately support it, and 
with reason. While the voluntary health insurance organizations are 
pointing with pride the progress they have made enrolling the 
aged, progress has brought them problems. The Blue Cross organiza- 
tions have repeatedly raised premiums keep pace with hospital 
charges and increased hospital use. 

Even so, almost per cent our older citizens have some health 
insurance now. However, publication the Health Insurance 
Institute points out that the hospital benefits which older persons 
receive may range from $25 per day. average old person 
going the hospital can expect bill about $375. Some those 
who are “insured” will get back little $75. Medical costs are 
therefore common cause indigence this age group. 

The Forand Bill was not very good, and its rivals are better. 
These bills assume that paying the medical expense the only issue 
short, that this just another welfare problem when actually 


Lecturer, Harvard Medical School. Dr. Peterson spent six years 
Europe staff member the Rockefeller Foundation, studying the various 
government-supported health services. 


the problem deeply involves the practice medicine, the quality 
care, and the organization medical care services. 

great weakness the Forand Bill was that provided only 
for hospitalization and medical care the hospitals. Later bills have 
included provision for payment for home care 
care, which are cheaper and often more appropriate for the patient. 
Care doctor’s office the most economical and sometimes the 
best form treatment, but was conspicuously absent from most 
the proposals advanced earlier. 

second frequently overlooked consideration the Forand de- 
bate was the fact that payment mechanism alone may have inflation- 
ary effects. Since the aged have low incomes and much illness, the 
advent social security other payments for their medical care 
would probably produce sharp rise the amount medical care 
they receive, and therefore the total cost. 

The problem controlling the cost health services one 
the considerations that will inevitably push the government more 
deeply into the field medical services, once has entered. 

third consideration quality. the United States, the most 
enthusiastic backers voluntary health insurance and government 
medical care have coupled their hopes for solution economic 
problems with brave talk comprehensive medicine, high quality 
medical care, primary and secondary disease prevention, and other 
wishful arguments. 

The government may forced dabble with the quality 
medical care for another reason: the need have brake the use 
hospitals. The practice medicine presents many situations which 
choices between action and inaction, surgery medical treatment, 
hospital ambulatory care must made. 

Congress passes law help old people pay their hospital 
bills, had better prepare for another pay for the doctors’ services. 
Some the later bills have included this. 

There peculiar assumption the intense focus the health 
bill debate the question how pay for medical care. The as- 
sumption that the only question the minds our sick old people, 
their families, and the doctors who will care for them where and 
how find the money. This attitude dangerous because obscures 
the crucial fact that are struggling not with fiscal problem but 
with whole range very human needs and problems, such the 
patient’s need for interested doctor and the physician’s need feel 
responsible for his patients the limits his competence. 

The legislation now under consideration touches only part 
the problem and only beginning. Major changes are ahead, and 
rational answers will not come from hastily considered legislation 
election year, though that the way the process usually begins. 


WHITHER AMERICA?* 
The Banker, Vol. 110, No. 413, July 1960, pp. 435-438. 


the seven days after the Reserve Banks Philadelphia and San 
Francisco had initiated the reduction official rediscount rates from 
per cent, the Dow Jones average bounded some points 
656, carrying back more than halfway the all-time peak 685 
touched January The belief that had been growing since the 
spring that the strength consumer demand and business investment 
would secure the economy against recession this year found fresh 
encouragement this demonstration that the Fed was not, 
1957-58, waiting events. 

Inevitably, last month’s reduction discount rates spotlights 
question that has for some time past been troubling many thoughtful 
observers: how can new life imparted expansion that show- 
ing unmistakable signs flagging? 

For now clear that stock-building not going play the 
major expansive role assigned forecasters the beginning 
the year. 

February, the fact that the rush rebuild inventories after 
the steel strike was considerably less hectic than had been anticipated 
could lend itself the reassuring interpretation that demand from 
this source was likely spread more evenly throughout the 
instead being bunched the first quarter it. Now, apparent 
that this interpretation not justified. 

The fears that gripped the American businessman last autumn that 
the pressure for higher wages would lead persistent, gradual, 
rise prices have been dispelled the calculation that the fruits 
the recent heavy investment cost-reducing techniques should offset 
the rise labour costs. consequence, there has been not merely 
general unwillingness add further stocks but definite tendency 
some industries trim them. 

This adjustment inventories has also contributed the easier 
conditions the money market reducing the demand for bank 
credit. This slackening may have been partly responsible for the further 
decline the money supply recorded May. 

Paradoxically, although the authorities’ first moves towards easier 
money took the form open market purchases bills, designed 
reduce the pressure bank reserves, and were not complemented 
change discount rates until last month, the shift policy has been 
reflected entirely market rates: the supply money has far 
shown response it. 

The decline the money supply time when gross national 
product has been expanding forms strange background the sharp 


*An opinion from London. 


THE BUDGET AND NATIONAL SECURITY James Schlesinger* 


fall money rates. Since most banks feel that the ratio their total 
loans deposits already high enough, seems unlikely that the fall 
rates will itself lead any significant expansion lending. 

While possible see the new attitude towards inventories 
and its effects some key industries and the money market 
the first signs recession, the whole seems that the balance 
forces the economy still expansionist. Consumer demand remains 
buoyant. Housing starts recovered little. The demands the public 
sector are still rising. 

But although the demands from these quarters look strong enough 
prevent the economy dipping into recession this year, they not 
seem sufficient, unaided, raise from the plateau which now 
appears have settled, still less insure against the recession 
indicated for 1961 the rhythm the post-war cycle. 

The economy the months ahead will have look for its 
dynamism exports and business investment. Undoubtedly, most ob- 
servers are looking business spending provide the mainspring 
expansion. First indications for 1961 suggest that the volume invest- 
ment will slightly lower than this year, but here, clearly, the 
Presidential election could decisive influence one way the other. 


Current History, Vol. 39, No. 227, July 1960, pp. 1-6. 


The stated budgetary objective the Eisenhower administration 
has been retrenchment. This goal reflects certain underlying beliefs 
about the nature our society and economy. general, the adminis- 
tration has argued that private citizens and associations are better 
judges their interests than the government. 

Whatever the merits its philosophical position, the administra- 
tion has been far more successful attaining its goal retrenchment 
military spending than non-military spending. view its 
decision hold down the budget totals, military spending has been 
treated residual which could squeezed spending for non- 
military purposes rose. 

The characteristics the administration’s defense policies, which 
reflect its budgetary policies, are: the reduction military man- 
power, particularly the armed forces overseas, the stretching out 
procurement, and increased reliance upon nuclear weapons as- 
sociated with the decline our conventional military establishment 
and reflected the strategic doctrine massive retaliation and its 
later modification, graduated deterrence. 


*Associate Professor Economics, University Virginia. 


Some critics have contended simply that our 
tion requires additional military spending. Others have gone beyond 
this and seemingly object principle the notion that military 
spending subject budgetary considerations all. 

These then represent two poles between which American attitudes 
have oscillated. the one hand, military expenditures are viewed 
drain resources, potentially debilitating. the other hand, 
military expenditures deal with external menace are viewed 
not subject cost considerations. 

must come realize the meaning the budgetary constraint 
that lies the root all policy formation. The nation’s resources are 
inadequate achieve total security and satisfy our domestic 
objectives. This implies that any government must reach decision, 
based its assessment the international situation, with respect 
how many domestic benefits willing sacrifice the margin 
order achieve higher degree security. 

Whether the West general and the American people 
ticular will willing provide the additional resources for military 
establishments sufficiently large preserve our power and our 
civilization the ultimate issue. Though embodied budgetary 
question raises the question the effectiveness free societies. 

The world has changed, however, and neither attitude ap- 
propriate the present context. Total security longer possible 
for us. Faced persistent threat, must annually determine 
what proportion our resources shall allocate deal with 
that threat and what proportion our normal, non-strategic activities. 

Inevitably therefore the defense budget becomes de- 
cision. Moreover, are faced wide variety possible threats 
nuclear warfare, nuclear blackmail, limited warfare, political 
erosion, maritime threats and forth. Each threat can counter- 
acted some degree, but the more resources devoted one type, 
the less will available deal with others. 

There are grounds for pessimism. seems characteristic 
democracies for the populace exert strong pressure the govern- 
ment, increase expenditures ways that provide immediate 
satisfaction, reduce the tax burden, and consequently, 
reduce expenditures for purposes that not provide immediate and 

free society which base the citizenry allocates resources, 
the military establishment competing with Pepsi Cola, nicotine, 
housing and automobiles for the consumer dollar. 
government alert the real desires the public (as must 
stay office) therefore likely chip away the military establish- 
ment. 

the majority the voters are shortsighted, how can under 
freedom obtain the allocation resources necessary permit free 


society survive? Education for nation comes only from experi- 
ence. There some reason doubt that the electorate will ever 
willing sacrifice resources until has learned the necessity for such 
sacrifices from series disasters. this so, can only hope that 
the wake such contingencies the opportunity will still exist 
redress the balance. 


THE “OUTER-SEVEN” AND EUROPEAN INTEGRATION 
Mordechai Kreinin* 


The American Economic Review, Vol. 50, No. June 1960, pp. 
370-386. 


The beginning 1959 witnessed the first round tariff reduc- 
tions and quota increases within the European Economic Community 
(EEC). While the first removal trade barriers under the Roman 
Treaty has been small, its impact upon business practices has been 
considerable. Various steps taken the business community within 
“the discriminate against nonmember nations. For example, dis- 
tributors inside the Common Market (EEC) began dropping the 
products British and other outside agencies favor products 
the Six; and American investors have recently begun prefer EEC 
locations over sites the United Kingdom. 

response these initial effects the Community, and view 
the failure the negotiation for all-European Free Trade Area, 
rival scheme was devised known the European Free Trade Area 
Association (EFTAA “Outer This scheme supposed 
provide vigorous spur towards broader all-European agreement. 
addition will give the seven countries certain compensation for 
the losses they are suffering from the establishment the Common 
Market. 

Aithough the new scheme designed bring Europe closer 
over-all agreement, may produce precisely the opposite result. 

main purpose this paper examine empirically the 
extent which fears this direction may justified. But first 
compare the two prospective unions with reference their impact 
the pattern resource utilization the world. 

Both the EEC and the EFTAA provide for the eventual abolition 
most trade restrictions within their respective areas. Nevertheless 
there are important differences between them. The Common Market, 
customs union, will eventually have common against out- 
siders. the other hand, each the Outer Seven may maintain its 
own tariff rates, thus permitting Great Britain retain its imperial 
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preference system. While the EEC viewed permanent cohesive 
union, which may eventually lead political union, the EFTAA 
planned looser organization with much more modest and tempo- 
rary goals. 

The EFTAA considerably smaller and economically weaker 
than the EEC. Its population about half, and its GNP per cent 
that the EEC. The United Kingdom occupies predominant posi- 
tion among the Outer Seven, while there single predominant 
nation among the six Common Market countries. 

order focus the comparison the two unions their rela- 
tive impact the world’s welfare (or economic efficiency), have 
utilized the welfare criteria suggested Jacob Viner and Meade. 

From study Viner’s three criteria, may concluded that 
the EEC would result more trade creation than the EFTAA, making 
more favorable welfare. 

Likewise fourth criterion, offered Meade, tends favor the 
EEC over the EFTAA. 

balance, the evidence demonstrates that the Common Market 
more likely than the Outer Seven have favorable impact the 
utilization resources the world. Moreover, the EFTAA seems 
have very few the prerequisites for favorable welfare effect. 

This not deny the probable existence other favorable 
effects. Nevertheless, light its possible adverse effect inter- 
national specialization, and view the need avoid political 
division within Western Europe, important that the EFTAA should 
not remain permanent organization. 

Whether not the Outer Seven are likely help attain the goal 
all-European union the question examined next. 

analysis data from the OEEC Statistical Bulletins foreign 
trade indicates the extreme complementarity the economies compos- 
ing the EFTAA. Such analysis also shows that from the point 
view domestic political pressures should not difficult establish 
the EFTAA. 

Secondly, other figures demonstrate that once the two rival trade 
blocs are completed, they will highly competitive with each other. 
would thus the interest European producers strongly 
oppose unification the two unions. Thus, integration between them 
will very difficult achieve. 

can conclude that once the two unions are established, there 
likely arise substantial political pressure within each them 
against further integration, with much weaker counter-pressure 
favoring such integration. Thus unification the Outer Seven would 
probably lessen rather than increase the feasibility all-European 
free trade area. Unless link between the two unions established 
early the transition period, the creation the EFTAA likely 
deepen the division within Europe. 
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Correction 


Our August issue carried abstract article from Fortune entitled 
“It's Tricky Work, Being Board Chairman” Perrin Stryker. Contrary in- 


formation Fortune requested publish, which was included footnote the 


abstract, Mr. article does not appear his book, The Men from the 
Boys. 
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